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Addendum to the Alternative Proposal in Re: 
W-0 1646A-06-00 1 0 

February 28,2006 

@/ Current Rate @ Proposed Rate $ Change % Change 
$36.50 $33.88 <$2.62> <7.D 

The financial effect based upon the change in the minimUm amount billed per connection is as 

follows: 

Horseshoe 
Miracle 
Crystal 

Mustang 
Coronado 

Sierra Sunset 

Note: The above figures slightly skewed due to lack of information on Sierra Sunset Water 

company. 

$36.50 $33.88 <$2.62> <7.2> 
$15.50 $33.88 $18.38 118.6 
$24.38 $33.88 $9.50 39.0 
$3 1.25 $33.88 $2.63 8.4 
$24.3 8 $33.88 $9.50 39.0 

? $33.88 ? ? 

The current minimum billing of $19,319.00 annualized will equal $231,828.00. The proposed 

minimum billing of $22,117.00 will annualize at $265,404.00, an increase of $33,576.00 over the 

current billing or an increase of 14.5%. 

The earlier analytical data has been based upon a usage of 7,500 gallons per month. To maintain 

a consistency throughout, with the understanding that, a.) The data is somewhat skewed because 

of the lack of information about Sierra Sunset, and b.) The results are variable as the usage 

increases or decreases; I have based my calculations on the assumption of all users of all of the 

system companies using an average of 7,500 gallons per month. 

The monthly Rate Impact upon a 7,500 Gallon User 



- Comparative Revenue Creation, by Company, for a 7,500 Gallon User 

Company Connections 

Cochise 413 

Horseshoe 220 

Miracle 299 

Crystal 63 

Mustang 71 

Current 
Rate 

$36.50 

$36.50 

$15.50 

$24.38 

$3 1.25 

Billed 
$15,074.50 

I I 

Difference I xx I x x  

Rate Billed X 
X 413 $33.88 $13,992.44 

Totals I X I Connections I Proposed I Totals I I 

$8,030.00 
X 
X 220 $33.88 $7,453.60 

$4,634.50 
X 
X 299 $33.88 $1 0,130.12 

$1,535.94 
I I I 

I $33.88 I $2,405.48 1 I 71 $2,218.75 I X I 

X 
X 63 $33.88 $2,134.44 
X 

$5,095.42 
X 
X 209 $33.88 $7,080.92 Coronado 

Sierra 
Sunset 
Totals 

209 $24.38 

26 ? 

1301 xx 

If this difference of $6,608.00 per month were annualized, then the increased amount of revenue 
would equal $79,296.00. Combined with the increase created by the adjustment in the minimum 
billing the total increase in revenues should equal approximately $1 12,872.00. 

? 

Because the actual amount of revenue to be created is based upon a number of factors 
that are highly variable, I would suggest a complete review of the entire program at the end of 
approximately 6 full months of operation (or sooner if conditions require it) and consider making 
whatever necessary changes might be considered reasonable and prudent. 

X 
X 26 $33.88 $880.88 

Summary & Conclusions 

$36,589.11 

1.) Significant disparity currently exists between the rate structures of the various 
companies. 

2.) The proposal to impose a surcharge on each subscriber account may look like the 
most expedient solution; however, it is the equivalent, in my opinion, of putting a 
bandage on a wound that refuses to heal. If the underlying problem is not dealt with, 
the problem continues to exist. 

3.) There is a lack of public confidence in both the current Operator and the Corporation 
Commission. This confidence must be restored. This can only occur as a result of 
complete openness concerning the operation of these companies. There must exist a 
“transparency”, and a willingness to divulge information, whether positive or 
negative. 

4.) This plan will assist in “bridging the gap” between the current situation and the 
ultimate outcome that will be recognized under new ownership and following the 
anticipated ir&astructure investments and further possible rate adjustments. 

2 

X 
X 1301 XX $43,197.00 

xx 
X 
X xx XX +$6,607.89 



5.) This plan will correct a long-standing injustice that has had both positive and 
negative effects on the customers of the system companies. 

6.) This plan will, in the near term, restore stability to the operations of these companies 
and will help to restore diminished property values that have resulted fiom the 
uncertainty of a safe, consistent water supply. 

3 
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irh-13-2006 0 8 3 2  FranrAZ SWILL UTILITIES 6238823998 T-572 P.001/018 F-456 



DATE DISCLOSURE STATEMENT: FILED TO BE FILED 

DATE PLAN OF REORGANIZATION: FILED TO BE FILED 

I CERTIFY UNDER PENALTY OF PERJURY THAT THE F OLLOWNG MONTHLY OPERATING 
REPORT AND THE ACCOMPANYING ATTACHMENTS ARE ?WE AND CORRECT TO THE 
BEST OF MY KNOWLEDGE. 

RESPONSIBLE PAR'W 

ORIGINAL SIGNATURE OF RESPONSI6LE PARlY TITLE 

- 
DATE PRINTED NAME OF RESPONSIBLE PARR 

PREPARER: 
A 



iNCOME STATEMENT 
-1 Bask) 

I 1 

1 YeiitiiDate I RNWUES 
Gross Revenue 
Less: ~ e t ~ m s  a ~iscwnts 

Net Revenue 

OSTQFGOOOSSOLL) . 
Mam-al 
Direct Labor 
Direct Overhead (attach detail) 

lord cost ofooods Sotd 

1 

GROSS PROFIT 

OTHER INCOME 8 

Other Income [attach r i )  
Other Expense (attach r i )  
Interest Expense 

DeDreciationiDepletion 
Amarlhation 

Net mer Income 8 Expense 

Income Before Reorgan'kation Expense 

REORGANlZAflON MPE'.F(SES 
Pmfcssiianal  fee^ 

US. Trustee Fees 
Other (attach list) 

Totat Reorgan'btion Expenses 

I Incomerax I 
I NET PROF IT OR (LOSS) 

i 1 



febl3-2006 08:32 Frals-At SMALL UTlLlTlES 6238823398 T-572 P 003/018 F-456 

CURRENT NIOWH"S 



Tatal Equity 11 
 TAL LIABILITIES &OWNERS Eau 

This column should mfiect . .  the infomdafi provided in Schedules A, B. C. D. E. and F filed with the Court 
Page 4 

Tatal Equity 11 
 TAL LIABILITIES &OWNERS Eau 

This column should mfiect . .  the infomdafi provided in Schedules A, B. C. D. E. and F filed with the Court 
Page 4 



US OF ASS€TS 

ACOUNTS RECEN~BLE .: TOTAL ..&3ODays 31-60 6 a y ~  

Total ACCWnts R W M b b  5, q32. qz d ld 
' Less ~nraunc Considered uncoilecfii a, cd 4/ 
Net Accounts Re&& 5,43-z, qz, gr Q 

* .  . .  - 
. .  , &+be 

5,9!2.~/z  , 

54-32- L S / P  

# 

Less: Amount cdlected Sim Filing Date 

Less: Amount Considered Uncollectible I 
Net Due From Insiders I 

1 
lNVEhirrnY . 
Beginning Inventory 

Plus: Purchases 

Less: CostofGoads Sold 

+Ending tnuenrory 

Accumulated Depreciation I 



Feb-13-2OO6 0 8 9 3  FranrAZ SWL UTILITIES 623eez3998 T-572 P 007/018 F-456 

STATUS OF LMSILtTlES 

AND SENSlTlVE PAYMENTS 

1 PAYMENTS TO INSIDERS ANQ PROFESSIONALS 1 
. .  

- ... . . . . .  .. . . I  . I  I . -Insiders * .  . . .  
pmojrs~this mms . peasonforhymnt Total Paid to Datq 

t 

Total Payments to lnstders 

otal Payments to Pmffessionals I I 

Page 6 



. I. YES NO 

Have any funds been disbursed from any accOuntS otner man a OebSw-in-Possess*on account? 

h any gost-petition receivables (accounts, notes OT loans) due from related parties? 

/ 

J 

J Are any wages past due? 

fire any U. S. TrusIee quarterly lees definquenl? ? 

Current number of employees: 

INSURANCE 

What steps have been taken to remedy the problems which brought on tha chapter 11 filing? 

IdenUfV any matters that are delaying the fiilng of a plan of reorgan-kath: 

Page 7 



6238823968 1-572 P 009/018 F 4 5 6  

DlSBURSENlENT DETAIL 

Bank Name C.&SC 



. . - . - _ _  - . . - . . . . . . 

r 

I 
4 

Total checks listed on thls page 

Total checks listed on continuation pages 

BaakName & K E  . 



6238823958 T-572 P 011/018 F-456 

DlSSURSEMENT DETAIL 

I 

i- 
I 

I 

t 

I 
I 

Page 8 



DISBURSEMEN? DE'TAlL , 

t 

I 

I 
I 

Total checks listed on this page 

Total checks llsted on continuation pages 

I 



DISBURSEMENT DETAJC 

Bank Name 2 AA5C * .  



Feb13-2006 08:35 From-AZ SMLL UTILITIES 

r 

I I 

I I 
- 
Total checks listed on this page 

,Total checks: listed on continudon pages 

6238823998 T-572 P.013/018 F-456 

DISBURSEMENT DETAIL * *  

. .  . .  I 1 



Feb-13-2006 08% how-A2 SMLL UTILITIES 6238823998 T-572 P 015/t318 F-456 

DISBURSEMENT DET'L 
CONTINUATION SHEET 

BankNanre &se 

.- 
MSBWZSWEWrS -THIS PAGE . .  I 1 



r m 
DISWRSEMENT DETAIL cr 

CONTINUATION SHEET 

Month. 

Account # 

Bank Name 



Fib-13-2006 O W 6  From-AZ SMLL UYtLlTlES 

Ca!d Number: 

1-572 P 017/018 F-456 6238823396 

D1SBURSEMENT DETAIL 
CONTINUATION SHEET 

Month: 

AccWrnI 

Bank Name 



DISBURSEMENT DETAIL ~ 

CONTINUATION SHEET 

Month 
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I 

I -  

ZL.. .--....-. 
Suite 66 %e* 190 
Avondaie, AZ 85323 
800.8850426 800-5649058 

Tucson, AT 85745 

Vice 

John Clayton 
Valley Pioneem 
VVaterCompany 

5bSGmmY 
Don Miller 
Tohorn, Oodham 
UtilityAWority 

B?awlsr 
PeterKaW 
GoldenValley 
ImpmvementDitt 

IYatiQw 
Director 
David Saddler 
Tohono Oodham 
UtilstyAt~€h~~ity 

Rkectar 
Ronsdomon 
Town ofTay&r 
Pat fitzgerald 
-park 

Director 
Pat Ftzgerald 
powkmsaparic 
DWID 

1Bhl A t July 14,2005 

Docket Controt 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix Arizona 85007 

Subject: 

W-O1868A-05-05 17 

Cochise Water Company - Meter Installation Moratorium 

We respectfully request that the Arizona Corporation Commission 
consider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand from the 
customers exceeds the water systems production capacity. Significant 
infrastructure improvement is needed to increase the reliability of drinking 
water delivery. Additionally, operators have found that there are several 
meters that are under reporting and have discovered multiple unmetered 
connections. Attached is the compiled Water Use Rata Sheet for your 
review. Thank you for your deliberation of this matter. 

Timothy A. Edwards 
Executive Director 

c c : Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

a3A133’1U 
Website: www.asua.org Training Questions? Training@asua.org Membershit, Questions? General.PostOfice@asua.org 

http://www.asua.org
mailto:Training@asua.org
mailto:General.PostOfice@asua.org


Water Use Data Sheet for h+?& &m&g 

Quantity I storageTank ADWR Well Well Production 
ID No. 

- 
:.tr.tr - . -.*b..- . 

Other water sources: H gallons per minute (GPM) 



PmickW 
Curtis Winder 
Town of SnwvRake 

Docket Control 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix Arizona 85007 W-022351-1-05-05 13 

lIdoe 

John Clayton 
V*Y - 
Water Company 

secretarv 
Don Miller 
Tohorn, Oodham 
Utility Authority 

National 
DirecRor 
David saddler 
Tohono Oodham 
Utility Authority 

l2imGw 
Pat Figerald 
Ponderosapaak 
DWD 

Subject : Horseshoe Water Company -Meter Installation 
Moratorium 

We respectfblly request that the Arizona Corporation Commission 
consider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand from the 
customers exceeds the water systems production capacity. Significant 
infhstructure improvement is needed to increase the reliability of drinking 
water delivery. Additionally, operators have found that there are several 
meters that are under reporting and have discovered multiple unmetered 
connections. Attached is the compiled Water Use Data Sheet for your 
review. Thank you for your deliberation of this matter. 

Timothy A. Edwards 
Executive Director 

Cc: Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

yebsite: M ww.asua.org Training Questions? Tralning@asua.org Membershia Ouestions? General PostORce@,asua org 

http://ww.asua.org
mailto:Tralning@asua.org


other watepl sources: / t D  
Number of iite hydrants: s 

gallons per minute (GPW 

1 .  * 



210 
suite om ste. I 9 0  
Avondale, AZ 85323 
800-895-0426 800-564-9058 

Tucson, RE 85745 

ORIGINAL 
Curtiswinder 
Town of SnowRake 

m 
P-iCht 
John Clayton 
Valley PioneeR 
Water Company 

-v 
Don Miller 
T&onoo'odham 
Utility Authority 

Imasumr 
PeterKaleta 
GoldenValley 
lmprovementblR 

National 
€&EaQr 
David saddler 
Tohono Oodham 
Utility Authority 

.E&&c?r 
Ratlsokunon 
Town of Taylor 
Pat fitzgerald 
pomle rosa~  

Director 
Pat Fibgerald 
FwdemsaPaIk 
DWD 

We bsite: w ww. asua.org 

Docket Control 
Arizona Corporation Commission 

Subject : Miracle Valley Water Company, Inc. -Meter Installation 
Moratorium 

We respectfully request that the Arizona Corporation Commission 
consider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand from the 
customers exceeds the water systems production capacity. Additionally, 
significant infhstmcture improvement is needed to increase the reliability 
of drinking water delivery. Attached is the compiled Water Use Data 
Sheet for your review. Thank you for your deliberation of this matter. 

Sincerelv. 

Timothy A. Edwards 
Executive Director 

Cc: Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

Training questions? Training@asua.org . 3 General.PostOffice/iI)asua.org 

http://asua.org
mailto:Training@asua.org
http://General.PostOffice/iI)asua.org


Water Use Data She& for 

Number of Connections I Gallons Sold (Thousands) fi 

t 



NEW APPLICATION * 

" C  

' I  

21 
Suite 6B IILC. .I" 

Avondale, A2 85323 
800-895-0426 800-5649058 

Tucson, At 85745 

Presidd 
Curtis Winder 
TaWnOfsnawfbke 

John Clayton 
valley FkneeIS 
wecompany 

=--Y 
Don Miller 
Tohono Oodham 
U t i l i  Authority 

PIational 
le?.bdw 
David Saddler 
T d K m o O ' m  
UtiliiAuthority 

July 14,2005 OR~GlNAl 
Docket Control 
Arizona Corporation Commission 
1200 W. Washington St. w~~2230A-OS-05~~ 
Phoenix Arizona 85007 

Subject: Mustang Water Company -Meter Installation Moratorium 

We respectfdly request that the Arizona Corporation Commission 
consider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand fkom the 
customers exceeds the water systems production capacity. Additionally, 
significant infrastructure improvement is needed to increase the reliability 
of drinking water delivery. Attached is the compiled Water Use Data 
Sheet for your review. Thank you for your deliberationof this matter. 

Timothy A. 'Edwards 
Executive Director 

Cc: Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

!&!&&e: www.asua.org Training Questions? Trainir@@asua org Membershiu Questions? General PostOfice@asua org 

http://www.asua.org
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1 Number of Connections I Gallons Sold (Thousands1 

I I 
I I 

I I 

- 
' I , . t *  - -  . - . *b. . ,  . 

Other water sources: f l  gallons per minute (GPM) 

D e 8.2 Number of fue hydrants: 8 I Y 



suii68 ste. 17u 
Avondale, A2 85323 Tucson, AZ 85745 

800.564-9058 

President 
Curtis Winder 
Town of Snowfbk 

m 
John Clayton 
Valley pioneerr 
Water Company 

se.=emY 
Don Miller 
Tohono Oodham 
Utilfty Authority 

Treasurer 
PeterKalefa 
GoldenValley 
lmpmvment W A  

National 
Director 
David Saddler 
Tohono Oodham 
Utility Authority 

Diredor 
Ronsdomon 
Town of Taylor 
Patfitzprdd 
POnderOSapark 

Director 
Pat Fitrgerald 
ponderasapark 
DwlD 

Docket Control 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix Arizona 85007 w-023 1614-050512 

Subject : Crystal Water Company -Meter Instal1ationMoratoriu.m 

We respectfully request that the Arizona Corporation Commission 
cunsider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand fkom the 
customers exceeds the water systems production capacity. Additionally, 
significant infrastructure improvement is needed to increase the reliability 
of drinking water delivery. Attached is the compiled Water Use Data 
Sheet for your review, Thank you for your deliberation of this matter. 

Sincerely, 

4 - 
Timothy A. Edwards 
Executive Director 

Cc: Martin D. McCaxthy, PE., Manager, CompliancePrograms Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

Website: www.asua.org Training Quest ions? Training@asua.org ' 7 General.PostQfl'ice@asua org 

http://www.asua.org
mailto:Training@asua.org
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I .  

216 -- __----* 

Suite 6B ste. 190 
Avondale,AZ 85323 Tucsorqm 85745 
800-895-0426 800.5649058 

. .-- -. WIU. m.. U. 

2005 Jut IS P 2: ut 
ORIGINAL 

U 

Curtis Winder 
TownofSnowffake 

Vlce 

John Clayton 
vrrsey- 
Water Company 

SedaLY 
Don Miller 

U t i l i i A ~  
Toh~mo'adharn 

4htimd' 
Director 
David Saddler 
Tohonoo'alham 
Utility Authority 

l2bEakr 
Ronsdrxnon 
Town of Taylor 
Pat fitzgerald 
Fbdemsapark 

Subject: Coronado Water Company -Meter Installation Moratorium 

We respectfirlly request that the Arizona Corporation Commission 
consider a moratorium with respect to new meter installations at the above 
named water system. Currently, drinking water demand fiom the 
customers exceeds the water systems production capacity. Additionally, 
significant infi.astructure improvement is needed to increase the reliability 
of drinking water delivery. Attached is the compiled Water Use Data 
Sheet for your review. Thank you for your deliberation of this matter. 

Timothy A. Edwards 
Executive Director 

Cc: Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 

Website: www.asua.org Training Ouestions? Training@asua.org Membership Ouestions? General.PostOffice@asua.org 

http://www.asua.org
mailto:Training@asua.org
mailto:General.PostOffice@asua.org


I t 

I 
f 

, 

ADWR Well 
ID No. 

55- 2z9 7773 

Well Production 

.. 

\ Other water sources gallons per minute (GPM) 
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NEW APPLICATION 
T + 

i r  

M. 

*U.H -- 
Avondale, AZ 85323 Tucson, AZ 85745 
8008950426 800-564-9058 

Pwident 
Curtis Winder 
TOWnOffnowffake 

SecrreGuv 
Don Miller 
Tohono Oodham 
U t i l i  Authority 

li?zwEt 
PeterKaieta 
GoidenValley 
IrnprovementWn 

National 
Director 
David Saddler 
Tahonoo'odham 
UtilRyAutfiorlty 

Qk&?x 
Ron sdomon 
TowndTaylor 
Patfibgetdd 
Ponderosapark 

July 14,2005 

Docket Control 
Arizona Corporation Commission 
1209 W. Washington St. 
Phoenix Arizona 85007 

Subject: 

W-02240A-05-65 16 

Sierra Sunset Water Company - Meter Installation 
Moratorium 

We respectfully request that I% Arizona Corporation Commission 
consider a moratorium with respect to new meter installationsat the above 
named water system. Currently, drinking water demand fiom the 
customers exceeds the water systems production capacity. Additionally, 
significant hftastructure improvement is needed to increase the reliability 
of drinking water delivery. Attached is the compiled Water Use Data 
Sheet for your review. Thank you for your deliberation of this matter. 

Sincerely, 

Timothy A. Edwards 
Executive Director 

CC: Martin D. McCarthy, P.E., Manager, Compliance Programs Unit, 
Arizona Department of Environmental Quality 

Flavio Gonzalez, Director of Operations, Arizona Rural Utility 
Services 
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TO: THE COMMISSION 

MEMORANDUM 

EB ZDOS FEB - 7  A IO: I 4 

A Z  CORP COMMISSION 
DOCUMENT CONTROL 

FROM: Ernest G. Johnson FEB 7 2006 
Director 

Utilities Division CQRpQRATlW COMMlSSION 1 

LEGAL DN. 

DATE: February 7,2006 

(. RE: IN THE MATTER OF THE APPLICATION FOR EMERGENCY INTERIM 
RATE RELIEF FOR: 

Miracle Valley Water Company, Inc., Docket No. W-O1646A-06-0010 
Cochise Water Company, Docket No. W-O1868A-06-0010 
Horseshoe Ranch Water Company, Docket No. W-02235A-06-0010 
Crystal Water Company, Docket No. W-023 16A-06-0010 
Mustang Water Company, Docket No. W-0223OA-06-0010 
Coronado Estates Water Company, Docket No. W-O1629A-06-0010 
Sierra Sunset Water Company, Docket No. W-02240A-06-0010 

Each owned by Johnny A. McClain 

Introduction 

On January 6, 2006, the Arizona Small Utilities Association of Arizona (“ASUA’F 
submitted an application for emergency interim rate relief for the captioned companies and 
collectively referred to as the McClain Systems (“McClain Systems” or “Systems”). . The 
Systems serve approximately 1,300 customers. 

Summary of the ASUA Justification for Emergency Rate Relief 

The McClain Systems are plagued with serious financial and operational problems that 
jeopardize the Systems’ ability to provide ongoing adequate and reliable water service to its 
customers. The McClain Systems are currently undergoing bankruptcy proceedings. The 
Systems are being operated by ASUA as the interim manager. Several of the Systems have 
experienced water outages, sometimes lasting several days. The Systems have also experienced 
severe cash flow problems, more adequately described below. From the beginning of its tenure 
as interim manager, ASUA has infused its own money to operate the Systems. The Systems’ 
rates are not sufficient to properly operate the utilities or fix the problems. 

ASUA believes that these circumstances create an emergency situation that places 
customers at risk and must be addressed and corrected as soon as possible. An interim rate 
increase is in the public interest and necessary to resolve the Systems’ problems. 
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Background 

There are seven water systems owned andor operated by Johnny A. McClain. Each of 
the systems and its current customer count is summarized in Attachment A. The Systems have 
been the subject of much scrutiny by various regulatory authorities such as the h z o n a  
Department of Revenue (“ADOR’), the Arizona Department of Environmental Quality 
(“ADEQ”) and the Arizona Corporation Commission (“Commission”). Mr. McClain has failed 
to comply with numerous notices of violations issued by ADEQ, and has not paid property taxes 

. or sales taxes for a number of years. 

The McClain Systems are currently in bankruptcy proceedings. A purchase and sale 
agreement is in escrow pending‘ an evaluation and establishment of a rate base valuation by the 
Commission. Commission Staff has completed an evaluation of the system assets in Docket No. 
W-01646A-05-0506 et al. A Recommended Opinion and Order was issued on December 14, 
2005. Commission Decision No. 68412, dated January 23, 2006, set the rate base of the 
McClain Systems at $696,752. 

General Condition of the Water Systems 

The McClain Systems are in serious disrepair. For the last 20 years little has been done 
to adequately maintain the Systems. Staff has described the physical inadequacies of the 
Systems in its report in Docket No. W-01646A-05-0506. The Commission established hook-up 
moratoriums for the McClain Systems in Decision No. 68272. It also describes the system 
improvements and capital investment needed to upgrade the Systems (capital expenditures 
between $750,000 and $1,250,000). 

However, there is a short term financial need in order to permit timely repairs and 
improve water service to existing customers. 

Financial Status 

The McClain Systems have experienced negative cash flow at least since ASUA was 
appointed as interim manager in July, 2004. For the nine-month period ending September 30, 
2005, there has been a negative cash flow of approximately $30,000 and estimates are that for 
the year 2005 the total will approximate $40,000. Meanwhile, the Systems’ Accounts Payable is 
nearing $100,000. See Attachment B for a summary of the cash loss and Accounts Payable 
situation. This negative financial situation must be addressed as quickly as possible, as several 
vendors will no longer offer materials or services to ASUA, thus hampering its ability to make 
needed repairs. 
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The C ain Systems have received a Water Infrastructure Financing Authority loan for 
$12,500 and%bunty loan of $10,000 to assist in making emergency repairs. ASUA has 
forgone receipt of its interim management fees for several months and wishes to maintain the 
McClain Systems as financially viable as possible. 

When ASUA became interim manager in July, 2004, its focus was primarily on repairing 
leaks and restoring service to customers. As such, the financial results of the operations through 
December 3 1 , 2004 were atypical. Bill payment and expense recognition were primarily based 

. upon available cash flow. For purposes of determining the current cash flow requirement, the 
expenses for the first nine months of 2005 are more consistent. Therefore, ASUA has prorated 
the first nine months of 2005 to estimate its annual cash flow needs. See Attachment B. 

Clearly, the existing rates of each of the systems are inadequate to support either short- 
term or long-term financial viability. 

Emergency Status 

The Commission may order interim rate relief when there is an existing emergency. Staff 
believes that given the following facts, the need for emergency interim rate relief is appropriate 
and in the public interest: 

I 

1. The McClain Systems are currently in bankruptcy proceedings. 
2. The McClain Systems are in a state of disrepair and significant amounts of capital are 

needed to upgrade the system. 
3. The Systems are experiencing inadequate cash flow to sustain their operations. 
4. The ability to maintain service to customers is in doubt and preparation and 

adjudication of a formal rate proceeding will not provide timely relief. 

Emergency interim rates are a just and reasonable first step to remedy the McClain 
Systems’ problems. 

Surcharge Request I 
The McClain Systems will need to increase cash flow by approximately $1 1,700 per 

month to sustain operations, make necessary System repairs, maintain adequate water supplies 
and make progress in eliminating the high level of Accounts Payable. A monthly per meter 
surcharge of $9.00 would be adequate in the short-run. See Attachment C for the method used to 
determine the monthly surcharge. 

Use of System Improvement Surcharge Proceeds 

The System Improvement Surcharge (“SIS”) amounts collected by ASUA shall be 
segregated in a separate bank account. Withdrawals shall be used to correct water outages as 

I 
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they occur, pay debts to local vendors and make system improvements as prioritized in the 
“Proposed Capitol Improvements” in Attachment D. ASUA will file monthly reports to Docket 
Control detailing how such SIS funds were spent on each of the seven systems. 

Conclusion 

The McClain Systems current condition constitutes an emergency. Correction of the 
systems’ problems will require significant capital expenditures over several years. The current 

. McClain Systems’ water rates are inadequate to meet even short-term cash flow needs. 

The emergency interim SIS proposed by ASUA is reasonable and will allow it, as interim 
manager, to pay debts to local vendors, to make needed short-term system repairs and possibly 
make selected improvements. It is clearly in the best interests of the McClain Systems’ 
customers to authorize this interim increase. 

Recommendations 

Therefore, Staff recommends that the Commission issue an order: 

1. 

2. 

3. 

4. 

5 .  

6. 

7.  

8. 

finding that the McClain Systems’ problems constitute an emergency. 

that concludes it is in the public interest to authorize the requested interim SIS of 
$9.00 per meter. 

allowing the ASUA to charge the interim surcharge requested herein pending a 
determination of a permanent rate case proceeding. 

granting any additional and further relief as the Commission deems appropriate. 

requiring ASUA to maintain the books and records of the McClain Systems in 
accordance with the National Association or Regulatory Utility Commissioner’s 
Uniform System of Accounts. 

requiring ASUA to maintain a separate bank account in which it will deposit and 
withdraw all funds received pursuant to its System Improvement Surcharge. 

requiring ASUA to file monthly reports with Docket Control, in the docket (W- 
01642A-06-0010), as a compliance item in this matter, detailing how such System 
Improvement Surcharge funds were spent and on which of the seven Systems the 
money was spent. 

requiring that, to the best of its ability, ASUA should apply the System Improvement 
Surcharge funds, on a pro rata basis to each of the systems to correct water outages as 
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they occur, pay debts to local vendors and make system improvements as prioritized 
in the “Proposed Capitol Improvements” in Attachment D. 

9. requiring the ASUA to post a form of security in the amount of $10 to the Utilities 
Division.’ 

10. requiring the filing of a general rate case no later than March 15, 2007, using a 2006 
test year. 

Director 
Utilities Division 

EG1:REL:red 

Originated: Ronald E. Ludders 

’ See Naco Water Company, L.L.C., Decision 67984, dated July 18, 2005. 
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Mr. Timothy Edwards 
Miracle Valley Water Company, Inc. 
2 10 North Central Avenue, Suite 6B 
Avondale, Arizona 85323-0000 

Mr. Christopher Pattock 
Office of the US .  Trustee 
Phoenix, Arizona 85067 

. Mr. Christopher C. Kempley 
Chief Counsel, Legal Division 
1200 West Washington Street 
Phoenix, Arizona 85007 

Mr. Ernest G. Johnson 
Director, Utilities Division 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Lyn Farmer 
Chief Administrative Law Judge, Hearing Division 
1200 West Washington Street 
Phoenix, Arizona 85007 

Service List for: McClain Systems 
Docket Nos. W-01646A-06-0010 et a1 

Mr. Timothy Edwards 
Miracle Valley Water Company, Inc. 
2 10 North Central Avenue, Suite 6B 
Avondale, Arizona 85323-0000 

Mr. Christopher Pattock 
Office of the US .  Trustee 

. Phoenix, Arizona 85067 

Mr. Christopher C. Kempley 
Chief Counsel, Legal Division 
1200 West Washington Street 
Phoenix, Arizona 85007 

Mr. Ernest G. Johnson 
Director, Utilities Division 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Lyn Farmer 
Chief Administrative Law Judge, Hearing Division 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Customer Summary 
As of November,30, 2005 

SYSTEM 

Miracle Valley Water Company, Inc. 

Cochise Water Company 

Horseshoe Ranch Water Company 

Crystal Water Company 

Mustang Water Company 

Coronado Estates Water Company 

Sierra Sunset Water ComDanv 

Number of 
Custom e rs 

299 

41 3 

220 

63 

71 

209 

26 

ATTACHMENT A 

- YO 

23.0% 

31.7% 

16.9% 

4.8% 

5.5% 

16.1 Yo 
2.0% 

Total 1,301 100.0% 
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ATTACHMENT C 

Annual Monthly 
Amount Amount 

Current Estimated Annual Operating Cash Shortfall $40,000 $3,333 

Amortization of Current Accounts Payable over 24 Months $1 00,000 4,167 

Additional Allowance for System Improvements for 12 months $50,000 4,167 

$1 1.667 

Current Number of Metered Customers 

Average cost per meter ( I I 2 ) 

1,300 

$8.97 

$1 1,709 
.. 

Proposed System Improvement Surcharge at $9 per meter per month 
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Naranja Well Site 

Project Description 

Add meters to wells 
Construct a minimum 6 ft. high chain link fence with barbed wire 800 L.F. 
Construct 12 ft wide chain link gate 
Repair 5 hp booster pump 
Rebuild Electrical Control and wiring system 
Replace Air Compressor and controls on Pressure Tank 
Replace Guages on Booster and Transfer Pumps 
Replace check valves on booster and transfer pumps 
Build concrete pads to mount booster and transfer pumps 
Install well pump high level shut off level contoller to storage tank 
Install low level sensor in storage tank for booster & transfer pump shut off 
Install telemetry system to start and stop transfer pumps filling Horseshoe storage 
Add sampling taps to wells 
Survey property to establish property boundaries of well site 
Remove old storage tank and trash and grade well site 

Jaxell Road Well site 

Add Meter to well 
Add additional booster pump 
Survey property to establish property boundaries of well site 

Total 

Total 

~~ 

Long Term Improvements 

~~ 

Add additional Storage at NarGja 
Develop more well capacity at Naranja or elsewhere 
Add chlorination to both sites 
Build equipment storage facility at Naranja and remove building at Horseshoe Ranch. 
Replace Distribution system 
Reconnect customers that are being served directly off transmission line 

;est 

$1 O,OO( 
$12,00( 

$80( 
$50( 

$1 0,001 
$1 ,OO( 
$1 ,OOC 

$50( 
$1 ,ooc 
$5,00C 
$5,00C 

$50C 

$5,00C 
$63,30C 

$1 0,ooc 

$1 ,ooc 

$3,50C 
$3,50C 
$1 ,ooc 
$8,00C 
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blain Storage and Presure Tank Site 

'roject Description 

3eplace 3 inch meter measuring transfer flow from Cochise 
3eplace fence with a minimum 6 ft. high chain link fence with barbed wire 200 L.F. 
>onstruct 12 ft wide chain link gate 
3eplace 2 - 7.5 hp booster pumps 
3ebuild Electrical Control and wiring system 
3eplace 3,000 gallon pressure tank 
lesign and construct interconnection with Bella Vista south system 
3epair doors on storage building 
4dd air relief valve to tranmission line from Cochise and grade and secure site 
Survey property to establish property boundaries of storage & well sites 

Total 

,ong Term Improvements 

3edisign entire main storage and booster site. Add storage capacity 
letermine if 38,000 gallon storage tank at secondary site is necessary. Either rebuild it 
>r remove and sell land 
4dd chlorination to both sites 
3uild equipment storage facility at Naranja and remove building at Horseshoe Ranch. 
4bandon Sanks well and dispose of land 
3eplace Distribution system 

Zost 

$3,00C 
$3,00C 

$80C 
$5,00C 

$1 3,OOC 
$1 0,ooc 

$1 0,ooc 
$1 ,ooc 

$1 ,ooc 
$52,800 

$6,00C 



blain Well Site 

'roject Description 

4dd meter to well 
2onstruct a minimum 6 ft. high chain link fence with barbed wire 400 L.F. 
2onstruct 12 ft wide chain link gate 
4dd two 7.5 hp booster pumps 
3ebuild Electrical Control and wiring system 
4dd storage tank Minimum 150,000 gallons 
3eplace 5,000 gallon pressure tank 
4dd sampling tap to well 
Survey property to establish property boundaries of two well sites 

Total 

\late: If it is determined that the existing well site has no room for storage, construct 
;torage and pressure tank at site two and pipe well to that site. Then develop second well 

,ong Term Improvements 

4dd chlorination 
4dd additional storage and well capacity 
3eplace Distribution system 

Attachment D 
Page 3 of 8 

2ost 

$3,50( 
$6,00( 

$80( 
$5,00( 

$1 50,00( 

$50( 

$1 97,80( 

$1 O,OO( 

$20,00( 

$2,00( 
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Main Well Site 

'roject Description 

4dd meter to well 
2onstruct a minimum 6 ft. high chain link fence with barbed wire 400 L.F. 
2onstruct 12 ft wide chain link gate 
3eplace existing well with new well 
3eplace well pump & piping 
Jew Electrical Control and wiring system 
Jew 5,000 Gallon Pressure Tank 
Jew 60,000 gallon storage tank (At least this size) 
;urvey property to establish property boundaries of at least two well sites 

dote: As an alternative, determine if existing well can be rehabilitated 
f so, rehab well, and replace well pump instead of drilling new well 

.ong Term Improvements 

>evelop more well capacity 
nterconnect to Crystal Water and make one system 
\dd chlorination 
jeplace Distribution system 

Total 

:ost 

$3,50C 
$6,00 

$80 
$25,00 

$1 0,oo 
$20,00 

$2,00 
$80,00 

61 54430 

, 
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Main Well Site 

'roject Description 

4dd meter to well 
;onstruct a minimum 6 ft. high chain link fence with barbed wire 400 L.F. 
Zonstruct 12 ft wide chain link gate 
qeplace existing well with new well 
3eplace well pump & piping 
dew Electrical Control and wiring system 
dew 5,000 Gallon Pressure Tank 
dew 60,000 gallon storage tank (At least this size) 
Survey property to establish property boundaries of well site 

Tota 
dote: As an alternative, determine if existing well can be rehabilitated 
f so, rehab well, and replace well pump instead of drilling new well 

-on9 Term Improvements 

)evelop more well capacity 
nterconnect to Mustang Water and make one system 
4dd chlorination 
qeplace Distribution system 

2ost 

$3,50( 
$6,00( 

$80( 
$25,00( 
$7,50( 

$1 0,ooc 
$20,00C 

$1 ,ooc 
$80,00( 

$1 53,80C 

, 
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Main Well Site 

'reject Description 

2onstruct a minimum 6 ft. high chain link fence with barbed wire 400 L.F. 
Zonstruct 12 ft wide chain link gate 
Survey property to establish property boundaries of well site 
nstall customer meters to 30 customers 

Tota 

,on9 Term Improvements 

levelop more well capacity 
nterconnect to Coronado Estates to make one system 
Add chlorination 
nvestigate connection to mobile home park 
3eplace Distribution system 
idd Storage 

cost 

$6,00( 
$80( 

$1 5,00( 
$22,80( 

$1 ,OO( 



Attachment D I '  

Main Well Site 

Project Description 

Add meter to well 
Construct a minimum 6 ft. high chain link fence with barbed wire 400 L.F. 
Construct 12 ft wide chain link gate 
Replace well pump & piping 
New Electrical Control and wiring system 
New 5,000 Gallon Pressure Tank 
.New 100,000 gallon storage tank 
Survey property to establish property boundaries of well site 

Toi 

Long Term Improvements 

Develop more well capacity 
Interconnect to Sierra Suns6 
Add chlorination 
Add more storage 
Replace Distribution system 

Water and make one system if possible 

Page 7 of 8 

Sost 

$3,5 
$6,0 

$81 
$7,51 

$1 O,O( 
$20,0( 

$1 OO,O( 
$1 ,O( 

$1 48,8( 



'roject Description 

jurvey all land parcels obtained in bankruptsy sale - determine usefulness 
dentify areas being served outside of CC&N's and include areas in ACC filings 
letermine if there are customers that are not metered or not on the books. 
dap distribution systems 

Summary of Costs for McLain Capital Improvements 

;ochise Water Company 
iorseshoe Ranch Water Company 
Airacle Valley Water Company 
Austang Water Company 
zrystal Water Company 
Sierra Sunset Water Company 
:oronado Estates Water Company 

Total 

Attachment D 
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$71,30C 
$52,80C 

$1 97,80C 
$1 54,80C 
$1 53,80C 
$22,80C 

$1 48,80C 
$802,1 OC 


